2oYnlad INTERSTATE ™= -
e Ol R
October 11, 1979 No. 3% d : COMMERCE COMMISSION
. D : 24 REC™=n+=~
ate _0BT 1979

Fee § 50'00 2 OCT24 ]979

ICC Washington, D.C.  "DMIMISTRATIVE sERyicEs

' MAIL y
Secretary of the Interstate ' JU94§ N NT L
Commerce Commission RECORDATIO! . T
Washington, D.C. 20423 o O NO....orrrss Fiicd 1425
OCT A}
Dear Sir: 241979-? 00 P
INTERSTATE COMMERGE COM

§ .
Enclosed for filing are the orlglnaﬂhgggurlty.Agreement (the
"Security Agreement") and two executed counterparts thereof
evidencing the following transaction:

1. Mortgagor:

Molsen-Fairchild Boxcar Partnership
P.0O. Box 2132
Dallas, Texas 75221

2. Mortgagee:

Mercantile National Bank at Dallas
P.0O. Box 225415
Dallas, Texas 75265

3. Guarantors:

Heinz H..Molsen, Jr.
P.O. Box 2132
Dallas, Texas 75221

Billy C. Fairchild
P.0. Box 2132
Dallas, Texas. 75221

4. Collateral: Twelve (12) 400 XM type general purpose
70~ton boxcars, with the following A.A.R. mechanical
designations, identifying marks, road or serial
numbers: '

1. LVRC 5348
2. LVRC 5349
3. LVRC 5350

4. LVRC 5351 _ 3'55
0
5. LVRC 5352 oo
NS
6. LVRC 5353 ,\\,‘g\b.g g RN
N \\\,



W/

Secretary of the Interstate
Commerce Commission

Page 2

October 11, 1979

7. LVRC 5354
8. LVRC 5355
9. LVRC 5356
10. LVRC 5357
11. LVRC 5358
12. LVRC 5359

A check in the amount of $50.00 is attached to cover the
filing fee. Your prompt processing of these documents will be
appreciated. ‘Please return the original Security Agreement to
Daniel K. Hennessy, Hughes & Hill, 1000 Mercantile Dallas Build-
ing, Dallas, Texas 75201.

Very truly yours,
/ r I

4, ("ﬁm

Bil C. Fairchild

BCF:rs
Enc



Fnterstate Commerce @ommiwou
Siashington, B.E. 20423 -~ 10/29/79

OFFICE OF THE SECRETARY

Daniel K. Hennessy

Hughes & Hill

1000 Mercantile Dallas Building
Dallas, Texas 75201

Dear gjip.

The enclosed document {s) was recorded pursugﬁt to the:provi-
pa P
7 : :
sions of Section 11303 of the Interstate Commerce Act,49 U.S.C.

11303, on t ' x
°% 10724770 °°  2:00pm 5

recordation number (s). : A\
( 10948 \

Sincerely yours,

/ e }()7.4 z/cwﬂ/&b

Agdtha L. Mergehov1ch ;
Secretary '

and assigned re-

3

Enclosure (s)

SE-30
(7/79)
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SECURITY AGREEMENT dated October/8, 1979,

mzgzdobiel YUY 40Oy s

(hereinafter called this Agreement), between
the party executing this Agreement as Debtor

(hereinafter called the Debtor) and Mercantile
National Bank at Dallas

>»banking association,
» @ national/XXPOIKXKXAR (hereinafter

called the Secured Party).

The Debtor has reguested that the.Secured~Party
make a loan totéhe bebtor (hereinafter called the Loan),
evidenced by a proﬁissory note issued or to be issued by the
Debtor (hereinafter called the Note) payable to the order of
the Secured Party. The proceeds of the Loan will be used by
the Debtor to pay a portion of the purchase.p:ice of the
units of railrocad equipment described in Schedule A attached
hereto, which will be leased initially to Lamoille Valley Rail-
road , and, su&ject to the terms of this Agreement, may be
leased to certain other short-line railroads pursuant to a
Lease or Leases.of Eguipment, substantially in the form
attached as Exhibit D to the Private Placement Memorandum
(as hereinafter defined), betyeen the Lessee and Rex
Railways, Inc. (hereiﬁafter called the Agent), as agent
for the Debtor &ndéﬁ a Manacgement Agreement (hereinafter
called the Managemeht Agreement), in the form attached as
Exhibit C to the Private Placement Memgrandum. The term
fPrivate Placement Memorandum"™ means thé Private Placement

Memorandum datedAugust 31, 1979'Qf the, Agent pursuant to



which prospective investors were offered the opportunity to
participate in the Agent's Boxcar Managemént Program,
1979-D.

In ofder to induce the Secured Party{to make
the Loan, the Debter has agreed té secuge to the extent
hereinafter set forth (a) the paymént in full of principal
of and interest on the Note when and as the same shall
become dué and payable whether at the statéd date for the
payment thereof, by acceleration, by notice of prepayment
or otherwise and (b} the due and punctual payment of all
other monetary obligations of the Debtor to the Secured
Party pursuant to the Note and this Agreement (such principeal,
interest and obligations being hereinafter calied the
Ob}igatiohs). | |

Accordingly, the Debtor and the Secured Party

hereby agree as follows:

ARTICLE ONE

Grant of Security

SECTION 1.01. Grant of Security. - The Debtor

does hereby transfer, assign, grant, bargain, sell, convey,
hypothecate, and.pledge-to the Securéd Party, its successors
and assigns, a security interest in all right, title and
interest of ‘the Debtor which presently exists Br which may

hereafter arise, in, to and under the following (all of the



properties'in which thé Secured Party is hereby granted a
security interest being hereinafter called collectively the
Collateral): .

(a) the units of railroad equipment described in
Scheaule'A attached hereto, together with (i) any and
éll,acceséories, equipment, parts and improvements now
or at anyjtime hereinafter-attached or appertaining to
such-uniés, exceét such thefeof as remain the property
of the Lessée'undervthe Lease, and (ii) any and all
substitutions, renewals and replacements for, and any
additions, acceésiéns and accumulations to, any and all
of‘such units (such units of railroad equipment, together
with sbﬁh accessories, equipment, parts, improvéments, 
substitutions, replacements, additions, accessicns and
accumulétions being héreinaftertcalied colléctively the
Units and severally a Unit);

(b) the Lease of Squipment described in Schedule
B attached hereto and any cther Lease pursuant to
which any Unit cshall at any time be leased, together
with ény and all schedules and exhibits thereto (all
such Leases, together with such schedules aﬁd eﬁhibits,
being hereinafter éalled collectively the Lease; and
all lessees théreunder, including without limitation

the lessee setjforth in Schedule B attached hereto,



being hereinafter called'colle¢;ive1y the Lessee),
including without limitation the right to receive and
collect all rental, casualty value payments, insurance
proceeds, condemnation awards and other pay- -
ments now or hereafter payablé to the Débtor pursuant
to the Lease; and

| (c) to the-extent not.included in the next preceding

clause, all rental, issues, income and profit from the

Units.

SECTION 1.02. Limitations of Security Interest.
The securiﬁy intere;é granted by the Debtor in and. to the
Collaterai is subject to (a) the'Lessee's f§ghts of posses-
sion, use and enjoyment.set ouﬁ in.ﬁhe-gease and (b) the
Agent's right to compensation set out in Paragraph 6 of the
Ménagement Agreement. ' |

SECTION 1.03. Duration of Security Interest. __The

security interest granted by the Debtor in and to the Collateral

» »

shall remain in effect at all times until the Debtor shall
pay or cause to begééid all Obligations and shall observe and
perform all the terms, conditions and -agreements contained in

this Agreement and the Note.

ARTICLE TWO

Representations, Warranties and Covenants

SECTION 2.01. Representations and Warranties.

The Debtor represents and warrants to the Secured Party that



~

(a) the Debtor is. the record and beneficial

‘right, title and interest in the Collateral

all liens, charges and encumbrances, except

the Lessee under the Lease and of the Agent

owner of all
free and clear of
for the rights of

under the Manage-

ment Agreement, (b) the Debtor has full right and power to

grant a security interest in the Collateral

to the Secured

Party free of any contractual provision binding on the

Debtor or his assets and (¢) without limiting the foregoing,

there is no financing statement or other filed or recorced

instrument in which the Debtor is named and which the Debtor

has signed or permitted to be filed or recorded covering any

of the Collateral (except the financing statements or other

instruments filed-or to be filed. in respect

interest provided herein).

of the security

SECTION 2.02. Covenants.. The Debtor uncondi-

tionally covenants and agrees with the Secured Party as

follows:

(a) the Debtor will promptly cause this Security

- Agreement and each supplement or amendment hereto to be

duly filed and recorded with the Interstate Commerce

Commission in acccordance with Section 20c of the Inter-

state Commerce Act. The Debtor will do, execute,

acknowledge, deliver, file, register and record all and

every further acts, deeds, conveyances, transfers and.



~assurances necessary oOr propef for'the'better assuring,
conveying, assigning and confirming unto the-Secured
Party all 6f the Collaﬁeral or propefty intended so to
be, whethér now ownéd or hereafter acquired;

| (b) the.Debtor shall not'encﬁmbgr or grant a
security‘intergst in or file a financing statement
covering the Collateral; or permit any of the foregoing,
without the prior written consent of the Secured Party,
except as required hereunder;

(c) the Debtor will, at no‘expeﬁse to the Secured
Party, do, execute, écknowledge and‘deliver all ;nd
every further acts, deeds, conveyanceé, transfers and
assurancés necessary or prope? for the perféction of the
security interest in the Collateral herein provided for;

without limiting the foregbing, the Debtor covenants and

agrees that it will, pursuant to.Paragraph 7(a) of the
Management Agreemént, direct the.Agéht tovmaké all -
payments of rental and other sums payvable to the Debtor
uader the Lease and the Management Agreementddirectly to.
the Seéured,Party.or as tﬁe Secured Party may otherwise
direct; | | |

(d) the Debtor will not sell, mortgage, ﬁransfer
or assign {(other than to tﬂe Secured Party hereunder)

its interest in the Units or in any part thereof or in



any ambunﬁ to.be,received by it from the use or disposi-
tion of the Units;

(e) subject to the rights of the Lessee under the
ieasé, the Debtor will cause the Units and each and
evefy part thereof to be maintained, preserved and kept
in safe and gqéd repair, working order and condition,
and will frgm'time‘to time make or éause to be made all
necessarydgnd proper repairs, renewals, and replacements
so that the value and efficiency of such.property shall
not be.impaired;

(£) the Debtor will noﬁ, and will ﬁot.permit ér
cause the Agent to, declare or exercise any of the
remédieé'of'tﬁe lessor under, or accept a surrender of,
or offer.or agree to Qny assignment, términaﬁion,

' modificéfion or surrender of, thé Lease (except as
otherﬁise expressly provided in the Management Agree-
ment), or by affirmatiye'act consent.to the creation or
existence of any security interest or other lien in or
cn the Lease or any ﬁart thereof;

(g9) the Debtor will not, apd wili not permit or
cause the Agent ﬁo( receive or collect any rental
payment under the Lease in rg;peét of any of the Units
prior to the date for payment thereof provided for by

the Lease or assign, transfer or hypothecate (other



thaﬁ to the Secured Party hereunder and to the Agent
under the Management Agreement)‘any rent payment then
due of to accrue .in the future under the Lease in
fespecﬁ of any of the Units;‘ |

(h)'the Debtor will from time to time duly pay and
discharge or'caﬁse to be.paid and aischarged all taxes,
aésessments and governmental charges lawfully imposed
upon or against the Collateral or any part thereof, and
will not suffer to exist any mechanics'; laborers’,

~

statutory or other lien on the Collatéral or any part
théreof; provided, however, that notﬁing herein contained
shall be deemed t§ require the Debtor to pay any tax,
assessment, charge or lien, or any claim or demand of
mechanics, laborers or othgrs, prior to the-due.date
thereof, or to require the Debtor to péy or discharge
any tax, assessment, lien, claim or charge (whether or
not due or delinguent) the validit§ﬁor amount of which
is being contested in good faith by appropriate proceed-
ings and which has been adequatély.reserved against;
providéd, however, that the Debtor will pay or discharge
such tax, assessments, ;ien, claim or charge if seizure
of the Collateral is imminent;

(1) the Debtor will give the Secured Party prom?t

written notice of any event or condition constituting



an Event of-Defauit under the Lease if the Debtor has
actual knowledge'of such event or condition;

(j) the Debtor will at its own expense duly comply
with aﬂd,perform all the covenants and obligations of
the Debtor under the Lease and will at its own expense\
seek to cause the Lessee to.comply with and dbgerve all
the terms and conditions of'the Lease and, without
limiting éhe foregoing, at the request of the Secured
™ Pparty, the Debtor will at its own expense take such

action with respect to the enforcement of the Lease, and
the dugies and obligations of the Lessee thereunder, as
the Secured Party may from time to time direct. MNotwith-
stahding anything to the contrary in this Securigy
Agreement contained, so long as Debtor is not in default
hereunder, Dabtor shall have the\right; without Secufed
Party's prior consent, to amend, modify and terminate
the Lease and to settle, adjust, compound and compromise
any claims of the Debtor against the Lesseé thereunder;
(k) the Debtor will permit ana will cause the Agent
to permit Secured Party to examine its books and records
Qith respect to the Collateral dur}ng regular business
hours upon reasonable ﬁotice“to the Debtor;
(1) the Debtor shall not change, or permit to be

changed, the identifying letters and numbers of the
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Units from such identifying letters and numbers bf the
Units from such identifying letters'and numbers set
fofth in Schedule A heréto; except in accordanéebQith a
statement of new numbers to be substituted therefor
which previously shall have been deliveréd td the
Secured Party and which shall be filed: and recorded by
the Debtor in like manner as this Agreement; and

(m) the Debtor shall not lease the Units, or permit
the Units to be leased, to ahy railroad, or pursuant to
any lease of\equipment, other than the railroad and the
Leaseiget forth in Schedule B hereto, except in aécord—
~ance with'a'statément of new railroad or lease of‘
equipment, aS'appropriate, which previouély shall have
been delivered to the Secured Party and which shall be

filed and recorded by the Debtor in like manner as this

Agreement. | s

- ~

ARTICLE THREE 2 -

Application of Proceeds of
‘ Certain Prepayments

Without regard to whether an Event of Default under

Article IV hereof has occurred and is continuing, the Debtor

agrees that it will pay over. to Secured Party all moneys

("settlement moneys") paid to it pursuant to the Lease as

settlement for the loss, theft, destruction or damage beyond

A
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economical repair of any Unit or Units leased thereunder.
The Secured Party shall apply each payment of settlement
moneys on the next succeeding date on which interest is
payable tb the prepayment of principal of the Note. Such.
prepayﬁent of principal shall.be applied in inverse order of
principal installments coming due on the Note. From and
after the date hereof the Debtor shall promptly transmit to
the Secured Party any notice or information it receives

concerning loss, theft, destruction or damage beyond economical

T N e

‘repair to Units covered by the Lease requiring settlement
payment'un¢§r the Lease. With respect to all Units for which
the Secured Party has received settlement moneys paid to the
Debtor a; required by the.Lease) the Secured Party shall
execute and deliver to the Debtor, if requested, at Debtor's
expense, a release of the lien of this Security Agreement

with respect to such Unit or Units.

ARTICLE FOUR

[N

Events of Default; Remedies

SECTION 4.0l1. Events of Default. The happening

of any of the following events (hereinafter called Events of
Default) shall constitute a default hereunder:
(a) default shall be made in the payment of prin-

cipal of, or interest on, the Note when and as the same
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shall beco&e due and payable,:whether at thevstated date
for the payment thereof, by acceleration or by notice
of prepayment or otherwise;

(b) any representation or warranty made herein or
_in any certificate delivered in connection herewith
shall prove to be false or misleading in any material
fespect; ..

) (c) default shall be made in the due observance
or performance of any cocvenant or agreement to be
observed or performed by the Debtor puréuant to the
terms hereof ;dd such defauvlt shall coﬁtinue unremedied
for 30 days;

(d) final jﬁdgment for the'payment of money in
excess of an aggregéte of $25,000 shall be renéered'

“against the Debtor and the same shall remain undis-

éharged for a period of 30 consecutive aays during
which -execution shailznot be effectively stayed;
(e) the Debtor shall (i) appl§ for or consent td—
the appointment of'a receivef{ trustee or'liquidator of
any of his property, (ii) admit‘in-wfiting his inability
to pay.his debts as they mature, (iii) make a general
assignment for the benefit of creditots, (iv)‘be

adjudicated a bankrupt or insolvent or (v) file a

voluntary petition in bankruptcy, or a petition or an
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angwer’seeking aﬁ.arrangement with creditors or to take~
.advantage of any bankruptcy, reorganizatioh, insolvency,
readjustment of debt, dissolution ©r liguidation law or
étafute} Or an answer admiﬁting-the material allegations
of a petition filed against it in any proceeding_under
any such la& or if action shall be taken by the Debtor
for the‘pu;pbse of effecting any of the foregoing} or
(£) an order, judgment or decfee shall be entered,

L

without the application, approval or consent of the

Debtor py any court of competent jurisdiction, appointing

avreceiver,.trustee or liquidator of the Debtor and

such order, judgment of decree shall continue uﬁétéyed

and in effect for any period of 30 days;
then, in any such case, the Secured ?grty may, by notice in
writigg'delivered to the Debtor, declare the unpaid principal
of the Note to be due and payable, and thereupon the same,
together with accrued interest thereon, shall begome and be
immediately due and pafable,

SECTION 4.02. Remedies.. Id'case»of'the happening
of any Event of-Default; the Secured Party may, éubject to
the Lessee's rigﬁts.of possession, use and enjoyment set out
in the Lease and the Agen;'s fight'to compensation set out
in Parégraph 6 of the Management Agreement, by its agents

enter upon the premises of the Lessee (or other party haviﬁg
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aéquire§ the possession or use.of the Units) where any of tﬁe
Units may be and take posséssién of all or any part of the
Units ‘and withdraw the same from said premises, retaining all
payments which up to that time may have been made on accoﬁnt
of rental for the Units and otherwise, and shall be entitled
to collect, receive and- retain all unpaid per diem, incentive
per dieﬁ, mileage or other charges of any kind earnea by the
Units, and may lease or otherwise contract for use of any of
the Units; or the Secured Party may, with or_withoﬁt ;etaking
possession, sell aA}"of the Units, free from any and all
claims of the Debtor at law or in equity, in one lot and as
an entirety or in separate lots, at public or private sale
for cash or upon credit in the discretion of the Secured
Party, and may proceed otherwise to enforceAits rights, all
subject to any mandatory requirements of law applicakde
thereto. Upon any such sale, the Secured Party may itself
bid for the property offered for sale,or;ény part thereot.
Any such sale may be held or conducted: at such place and at
such tiﬁe as the Secured.Party may specify, or as ﬁay be
required by law, and without gathering at the place of sale
the Units to be sold, and in general in such manner.as the
Secured Party may determine.

In case of the happening of an Event of Default,

the Secured Party also may, subject to the Lessee's rights of



Pt T

15

possession, use and enjoyment set out ip théﬁheasejéﬁé the
Agent's right to compensation set ocut in Paragraph 6 of the
Management Agreement, proceed’to exercise in respect of the
Lease and the property-covered thereby and the duties,
obligations and liabilities of the Lessee thereunder all
rights, privileges and remedies in said Lease or by applic-
able law permitte@'or provided to be exercised by the Débtor,
including but no;'limited to the right to receivé and collect
all rent and other moneys due or to become due thereunder and
may exercise all such rights and remedies either in the name
of the Secured Party or in the name of the Debtor for the use
and. benefit of the Secured Party. The Secufed'Pérty may sell
the rentals reserved under the Lease, and all right, title
and interest of the Secured Party with respect thereté, at
public auction to the highest bidder agé either for cash or
on credit, the Secured Party to gi&e the Debtor prior written
notice of the time and place of holding any such salg, and
provided‘always that the Secured Party shall.also\comply with
any a?plicable méndatqry-legal requiremehts in connection
with sucb sale. |

No such takihg of possession, withdrawal, lease or
sale of the Collateral or any part thereof by the Secured

Party shall be a bar to the recovery by the Secured Party

from the Debtor of any of the Obligations then orx thereafter
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due and pajable, and the Debtor sﬁall be and.remain'liable'
for the same until such sums have been realized as, with the
proceedé of the lease or sale of the Collateral, shall be
sufficient for the discharge and payment in full of all the
‘Obligations. |

. Any sale or sales pursuant to the provisions
hereof, whether under the power of sale granted hereby cor
pursuant to any legal proceedings, shall operate to divest
the Debtor'of all right, title, interest, claim and demand
whatsoever, either at law or in equity, of, in and to the
Collateral so sold, and shall be free“and cleér of ény and
all rights of redemption by; through or under the Debtof, the
Debtor héreby covenanting and agreéing tha£ it will not at
any time insist upon or plead, or take the benefit or advan-
tage of or from, any law now or hereafter in'f0tce-providing
for a valuation or appréisement of the Collateral prior to
any sale or sales thereof or providing f&% any right to
redeen thé Collateral or any part thereof. The receipt by
the Secured Party, or by any person authorized under any
judicial proceeding to make any such sale, shall be a éuffi-
cient discharge to any purchaser of the Coliateral, or of any
part thereof, sold as aforeséid; and no such purchaser shall
be bound to see to the application of such purchase money, or

be bound to inquire as to the authorization, necessity or
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propriety of any such sale. 1In the évent at any such sale
the holder or holders of the Note is or are the éuccessful
purchaser ér purchasers, such holder or holders of said Note
shall be entitled, for the purpose of making settlement or
payment, to use and apply said Note by creéitfng thereon the
amount apportionable and applicable thereto out of the net

proceeds of such sale.

SECTin 4.03. Application of Proceedé. If the
Secured Party shall exercise any of the powers conferred upoﬁ
it by Sectibns 4.01 and 4.02 hereof, all payments made by the
Debtof to the Securedr Party, and the procéeds of any judgment
_collecéed from the Debtor by the Secured Party, and the
proceeds of every sale or leése by the Secured Party of all
or any of the Collateral, togethef with any other sums which
may then be held by the Secured Parfy\under any of the
provisions hereof, shall be applied by the Secured Party to
the paYment in the following order of priority, (é) of all
proper charges,.expenses or advances made or incurred by the
Secured Party in accordance with the proviéionS’of this
Agreement and (b) of the interest then due, and of the
principal of the Note, whether or not the Note shall have
matured by its terms, all such payments to be in full if
‘such proceeds shall be sufficient, and if not sufficient,

then pro rata without preference between principal and
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ihtereSt. In the event that, after applying all such sums

of money realized by the}Secured Party as aforesaid, there
shall remain any amount due to the Secured Party under the
provisions hereof, the Debtor agrees to pay-the amount of
such deficit to the Secured Party. In the event that, after
applying all such sums of money'reali;ed by the Secured Party
as aforesaid, there shall remain a surplus in the.possession _
of ﬁhe‘Secured Party, such surplus shall be paid to the
Debtor. |

SECTIOH 4.04. Obligations Not Affected by Remedies.

-~

No retaking of posééssion of the Units by the Secured Party,
or.any withdrawal, lease or sale theredf, nor any action or
failure or omission to act against the Debtor or in respect
of the Coilateral or any part thereof on the part of the
Secured Party; nér'any delay or indulgence granted to the
Debtor by the Secured Party, shall affect the obligations of
the Debtor hereunder or under the Note. ~

~ SECTION 4.05. Remedies Cumulgtive; Subject

to Mandatory Reguirements of Law. The remedies in this

Agreement provided in favor of the Secured Party shall not
be deemed exciusive, but shall be cumulative, and shall be
in addition to.all other remedies in its favor existing at
law or in equity; and such remedies so provided in this

Agreement shall be subject in all respects to any mandatory
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requirements of law at the time applicable thereto, to the
extent such reguirements may not be waived on the part of

the Debtor.

ARTICLE FIVE

Events of Termination

In thefevent that aﬁy Unit shali cease'to be
subject to the Lease‘from'any cause whatséever (other than as
provided in Article III hereof) for a period greater than 30
consecutive days (herginafter called'an Even; of Termination),
the Debtor shall, within 30 days after receipt pf notice of
such Event of Términatiqn, depcsit with the Secured Party an
anount egual to'the Termination.Value'(as hefeinafter defined)
of such Unit. The Termination Value of g_Unit shali mean the
anmount which bears the same ratio to ﬁhévoriginal-purchase
price. of such Unit (including the portioh of such purchase
price paid with proceeds of the Loan) as the principal amount
of the Note which 1is qutsuanAing on thé daté such deposit is
made (wiﬁhouﬁ giving gffect to ény prepayment then or thereto-
fore made) bears‘to‘the originazl principal amount of the
Note. Any'améunts so recéiyed by the Secdred Party shall be
applied as reﬁuireé as.in.the c;sé of a prepayment under

Article III hereof.
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ARTICLE SIX -

Application of Rentals and
Certain Other Amounts

SECTION 6.01. Application of Rentals. The

amounﬁs from time to time received by the Secured Party
which constitute payment of rentals under the Lease sﬁail
be applied in the following order of priofity, (a) to the
payment of the installments of principal of and interest on
the Note which haye matured on or prior to the date such
rentais are received by the Secured Party and {(b) the
balance, if any, aquuch rentals shall be-paid to or upon
the order of the Debtor notnlaier than the first business
day following the receipt thereof.

SECTION 6.02. Insurance Proceeds. Any amounts

received by the Secured Party from time to time which

constitute proceeds of casualty insurance maintained in

respect of the Units shall be held by the Secured Party as
part of the Collateral and shezll berappLied by the Secured _
Party from time to time to any one or méfe of the following
purposes: -
(a) so long as no Event of Deféulﬁ has occurred
and is continuing, the proceeds of such insurance
shall, if the‘Unit i1s to be repaired, be released to

the Agent in reimbursement for expenditures made for



such repalr, upon. recelpt by the Secured Party of a
certlfzcate of an authorlzed officer of the Agent to
the effect that any damage to such Unlt in respect of
wh;ch such proceeds were Qald has been fully repaired;
s _ . , ‘ v ,
| (b).if the insurauce proceecs éhall not have been
released pursuant to the precedlng subsectlon (a)
:dﬁ:}thln 180 days from the receipt thereof by the Secured
Party, such insurance proceeds shall be applied by the
Secured,Party (1) fi;st, to preéay the Note ahd (ii)
second, the bealance, it any, shall be released to or

upon the order of the Debteor on the date of such

prepayment of the Note.

ARTICLE SEVEN

Miscellaneous

SECTION 7.01. Power of Attorney. The Debtar

hereby constitutes and appoints the Secured Part§ the
attorney-in-fact of the Debtor with fuli power of substi-
tution for the purposes cf carrying out the prcvisions of
this Agreement and in its name, place and stead to ask,
demand, collect, receive, sue for and give acquittance for
any and all rents, income and other sums which are assigned
hereunder.with full power.to settle, adjust or compromise

any claim thereunder as fully as the Debtor could itself do,
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and in the discretion oﬁ the Secured Party to file any claim
or take any other action, either in its‘own name or in the
name éf the Debtor or otherwise, which the Secured Party may
deem necessary or appropriate to protect and preserve the
right, title and interest of the Secured Party in and to
such rents and oﬁher sums and the security intended to be
afforded hereby.

SECTION 7.02. Successors and Assigns. Whenever

in this Agreement any of the parties hereto is referred to,
such reference shall be deemed to include the succéssors and
assigns of such party. All warrantiés, covenants and
agreements by or on behalf of the Debtor which are contained
in this Agreement and the Note shall bind and inure to the
benefit of the respective successors and assigns of the 
Secured Party.

——

SECTICN 7.03. Modification, Amendment or Waiver.

No modification, amendment or waiver ofjany provision_gf
this Agreement, or consent to any departure by the Debtor
therefrom, shall.in any -event be effective unless the same
shall be in writing and signed by the Secured Party. No
notice to or deman@ on the Debtor in any case shéll entitle
it to any other or further notice or demand in tﬁe same,
similar or other circumstances. Neither any failure nor any

delay on the part of the Secured Party in exercising any
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right, power or privilege hereunder shall operate as a
waiver thereof, nor shall a single or partial.exercise
thereof preclude any other or further exercise or the
exerciée of any other right, power or privilege.

SECTION 7.04. Severability. 1In the event any

one or more of the provisions contained in this Agreement
should be invalig, illegéi.or unenforceable in any respect,-
the validity,‘legaliﬁy and enforceability of the remaining
é;::lsions contained herein shall not in any way be affected
or impaireq thereby.

SECTION 7.05. Notices. All demands, notices
and communications hereunéer shall be in writing and shall
conclusively be deemed to have been received by a party
hereto and to be effective on the day on which deli?ered
to sﬁch party at its address set forth below (or at such
other address as such party shall specify to the other party
by a notice in accordance with the terms hereof), or, if
sent by registered mail, on the third business day after the
date on which mailed, addressed to such party at such
address: |

(a) if to the Debtor, at his address set forth

next to his signature at theé foot of this Agreement;

and

(b) if to the Secured Party, at its address



24

set forth next to its signature at the foot of this
Agreement.

EXECUTED this /8t day of October, 1979.

MERCANTILE NATIONAL BANK AT DALLAS

iﬂwmm

» O, Box 225415
Dallas, Texas 75265

(Address)

MOLSEN~FAIRCHILD ROXCAR PARTNERSHIP
pvartnershin

By:
Lo lyo, Zeer 75202
(Address)
~ s
By : /3,,//£ﬂ@gz4&/
BlllY)é%‘Falrchlld
1305 Roaa

D lly0 Josps 75202
i (address)
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)
)

STATE OF TEXAS
COUNTY OF DALLAS
BEFORE ME, the undersigned authority, on this day
Donol ' Mgore_ , known to
to

personally appeared
me to be the verson and officer whose name is subscribed

the foregoing instrument and acknowledged to me that the
same was the act of the said MERCANTILE NATIONAL BANK AT

a national banking association, and that he executed the
as the act of such corporation for the purposes and considera-

tion therein expressed and in the capvacity therein stated.
GIVEN UNDER MY HAND AND SEAL OF OFFICE this ;Eln}~day

DALLAS,
same

of October, 1979.
7 Dl
Notary Public in and for
R Dallas County, Texas Cgf—\‘\\
S My Commission Expires:
Y %-3/-% . e
T - SHARRON L. D ARCY]
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My Commission Expires:

I/)

STATE OF TEXAS )
COUNTY OF DALLAS )

BEFORE ME, the undersigned authority, on this day person-—
ally appeared HEINZ H. MOLSEN, JR., a partner, known to me :
to be the person whose name is subscribed to the foregoing instru-
ment, and acknowledged to me that the same was the act of the
said MOLSEN-FAIRCHILD BOXCAR PARTNERSHIP, a partnership, and that
he executed same as the act of such partnership for the purposes
and consideration therein expressed and in the capacity therein
stated. .

GIVEN UNDER MY HAND AND SEAL OF OFFICE this /B day of
October, 19789. ‘

R oo
My Commlission Expires:

~

N

- ~

"STATE OF TEXAS )
COUNTY OF DALLAS )

'BEFORE ME, the undersigned authority, on this day person-
ally appeared BILLY C. FAIRCHILD, a partner, known to me to
be the person whose name is subscribed to the foregoing instru-
ment, and acknowledged to me that the same was the act of the
said MOLSEN-FAIRCHILD BOXCAR PARTNERSHIP, & partnership, and that
he executed same as the act of such partnership for the purposes
and consideration therein expressed and in the capacity therein
stated. :

GIVEN UNDER MY HAND AND SEAL OF OFFICE this Ayégday of
October, 1979. )

b-21-8]




SCHEDULE A

Twelve (12) 400 XM type general purvose 70-ton boxcars with the following
A.A.R. mechanical designations, identifying marks, road or serial numbers:

1. LVRC 5348
2. LVRC 5349
3. IVRC 5350

4. LVRC 5351
5. LVRC 5352
6. ILVRC 5353
7. IVRC 5354
8. LVRC 5355
9 LVRC 5356

10. LVRC 5357
11. LVRC 5358
12, LVRC 5359



SCHEDULE

Lessee

Lamoille Valley Railroad

Date of Lease Agreement
with Rex Railways, Inc.,
as Agent for Lessors

July 24, 1979



